INTRODUCTION
The on-going demographic transition in Pakistan has opened a window of opportunity to invest in young people who will be the next generation of workers, entrepreneurs, and parents. This investment, like in East and South East Asia, will enable the country to grow faster and reduce poverty.
Demographic transition, a change from a situation of high fertility and high mortality to one of low fertility and low mortality, brings sizeable changes in the age distribution of the population; the proportion of children declines, that of the elderly cohort increases modestly and, most importantly, that of adult of working-age (15-64 years old) increases sharply. A key element in the demographic transition consists of an often substantial but always temporary rise in the growth of the youth population, 15-24, accompanied by its rising share in the total population. Thus, the demographic transition presents the economy with a 'demographic gift' in the form of a surge in the relative size of the working-age population and the youth within the working-age population. 1 Countries experiencing demographic transition need to seize the window of opportunity before the ageing process closes it [Jimenez and Murthi (2007) ].
Changes in age distribution can have important economic effects. These effects reflect the influence of changes in the number of working-age individuals per capita and of shifts in behaviour-for example, increased savings and greater investment in schooling per child as both desired and completed fertility fall [Bloom, et al. (2000) ].
2 However, these effects depend on many policies, institutions, and conditions that determine an economy's capacity to equip its people with human and physical capital and to absorb them into productive employment.
To illustrate the plausible effects of the pace of fertility decline on the size of demographic gift, changes in age distribution are usually examined through changes in the 'dependency ratios', 3 which have rapidly declined in many countries of East and Southeast Asia including China, Hong Kong, Korea and Thailand. This decline in dependency ratios has been shown to explain one-third of the economic miracle in East Asia [Bloom, et al. (2000) ; World Bank (2006)].
There is convincing evidence that Pakistan has entered into the demographic bonus phase. Fertility decline in Pakistan which began in the late 1980s or early 1990s proceeded rapidly during the last two decades [Sathar and Casterline (1998) ; Feeney and Alam (2003) ]. Consequently, the share of the working-age population, particularly the youth is rising. Because of the likely declining trends in child dependency during the next two to three decades, there will be relatively low burden on the working-age population. However, after approximately three decades, the expected rapid increase in the elderly population may enhance the old age dependency.
While during the phase of declining child dependency, the share of youth in the total labour force also rises it is imperative to utilise the youth labour force productively to benefit from the 'demographic gift'. A successful transition to work for today's many young people can accelerate economic growth [World Bank (2006) ].
There is a need to realise that the 'demographic bonus', while it is promising to benefit Pakistan, has been greatly delayed compared to many Asian countries because of the delay in entering the fertility decline period. The result is that Pakistan is entering the 'bonus' period with a substantially larger population, approximately 110 million in early 1990s, when the fertility transition initiated, and also a larger youth population. Thus, the 'bonus' is being realised in a situation of considerable demographic stress. More serious 1 See, Bloom, et al. (2000) ; Xenox (2005) ; ILO (2005) ; World Bank (2006) . 2 Although a considerable controversy exists about whether the demographic bonus really affects economic development [for detail see Lee (2003) ; Mason (1988) ], according to the World Development Report 2007, 'the potential for enhanced growth through a demographic dividend arises for two reasons. First, the rise in labour supply per capita, reinforced by the increase in female labour supply that often accompanies fertility decline, increases potential output per capita. Second, higher savings and investment per capita could also boost growth' [World Bank (2006) ].
3 Dependency ratios are defined in the next section.
efforts are required, on the one hand, to reach soon the replacement level fertility and, on the other hand, to utilise the larger youth labour force productivity. The success in absorption of youth in the labour market has so far been limited in Pakistan. The overall open unemployment rates have fluctuated between 4.8 percent in 1993-94 to 8.1 percent in 2001-02, and then declined to 7.7 percent in 2003-04. Although youth unemployment levels have also fluctuated during this period, they have in general been much higher than the overall unemployment rates. Educated youth has faced relatively more difficulties in finding a suitable job during the last one and half decade, leading to relatively higher levels of unemployment among them.
Given the lack of experience and skill and the fact that youth are more likely to experiment trying out different employment scenarios before settling into their work-life path, the high level of unemployment among youth is not surprising. However, an inability to find employment for long period creates a sense of vulnerability, uselessness and idleness among young people and can heighten the attraction of engaging in illegal activities. There is also a proven link between youth unemployment and social exclusion. In both rural and urban areas, young people who complete education and are from socioeconomically advantaged backgrounds are likely to make the transition to work more smoothly, while the economically disadvantaged and socially excluded may face greater difficulties.
Several studies addressing the youth unemployment have been carried out in Pakistan [Irfan (2000) ]. However, a systematic attempt to examine the integration of youth in the labour market in the context of on-going demographic transition is missing. The main aim of this research is to fill this gap in our knowledge of youth employment in the context of both demographic and educational transition in order to identify ways in which their situation can be improved. The rest of the paper is organised as follows. The next section describes briefly the data sources used in the study. Changes in the age composition and dependency ratios are analysed in Section 3, followed by an assessment of the educational transition in Section 4. The dynamics of labour force participation are given in Section 5. Sections 6 and 7 explore the nature of unemployment and its determinants. The final section summarises the main findings of the study.
DATA SOURCES
To see the impact of fertility decline on age composition of the population, this study has used the Pakistan Demographic Survey (PDS), which provides the most important and consistent evidence of fertility decline in Pakistan [Feeney and Alam (2003) , covering the 1990-03 period, during which in total ten PDS were completed. This study has also used the population projection data prepared by the National Institute of Population Studies (NIPS) to see changes in the age composition during the next 2-3 decades. The universe of the PDS consists of all urban and rural areas of the four provinces of Pakistan defined as such by 1998 population census 4 excluding FATA, military restricted areas, and protected areas of NWFP. The population of the excluded areas constitutes about 2 percent of the total population. The village list published by the population census organisation is taken as sampling frame for drawing the sample for rural areas. For urban areas the sampling frame developed by the FBS is used. In this frame each city/town has been divided into enumeration blocks of approximately 200 to 250 households. Large cities are treated as separate stratum, with a further subclassification according to low, middle and high income groups. The remaining urban population in each division of all the four provinces is grouped together to form a stratum. For rural sample, each district in Punjab, Sindh and NWFP is grouped together to form a stratum. For Balochistan province a division is treated as a stratum. Two stage stratified sample design is adopted for the PDS. Enumeration blocks in urban domain and Mouzas/Dehs/villages in rural domain are taken as primary sampling units (PSUs). Households within the sampled PSUs are taken as secondary sampling units (SSUs). Within a rural as well as urban PSU a sample of 45 households is selected with equal probability using systematic sampling technique. Distribution of the household sample (SSUs) of ten PDS carried out during the 1990-03 period with rural and urban breakdown is reported in Table 1 , showing an increase in the sample, from 23,832 in 1990 to 31,491 in 2001. The PDS collects the statistics on births and deaths in order to arrive at various measures of fertility and mortality representative for Pakistan and its four provinces, separately for rural and urban areas.
To examine changes in the level of educational attainment, the dynamics of labour force participation, unemployment and correlates of unemployment, the micro householdlevel data of eight Labour Force Surveys (LFS) carried out between 1990-91 and 2003-04 has been used. Like the PDS, the universe of the LFS consists of all urban and rural areas of the four provinces of Pakistan defined as such by 1998 population census excluding Azad Jammu and Kashmir, FATA, military restricted areas, and protected areas of NWFP. The population of the excluded areas constitutes about 3 percent of the total population. Two stage stratified sample design is also adopted for the LFS. A specified number of households i.e. 12 from each urban sample PSU, 16 from rural sample PSU are selected with equal probability using systematic sampling (with random start) technique. Number of sample households covered in LFS has declined slightly from 20,400 in 1990-91 to 18,912 in 2003-04 (Table 1) , but sufficient to generate data representative at the national and provincial levels as well as for rural and urban areas. It is useful to pin down the concepts used in this study. 'Adult' population refers to all persons aged 10 years and above. The labour force consisted of all adult population who were employed or unemployed during the week preceding the survey. The employed labour force included all persons aged 10 years and above who worked either for pay or profit in cash or kind (including family helpers) for at least one hour during the week preceding the survey. Since the 1990-91 LFS, the definition of the unemployed labour force has been changed from 'looking for work' to 'available for work' during the week preceding the survey.
5 A consistent data on unemployment is available since the 1990-91. In the LFS, the measurement of female participation in labour force is fraught with problems. One particular concern is the distinction between a housewife (or a women identified as housekeeper), an unpaid family helper, and a women working in agriculture. Depending upon the classification scheme applied, she would be counted either as part of the labour force or as out of the labour force. According to the LFS methodology, persons 10 years of age and above reporting housekeeping and other related activities are considered out of the labour force. 6 This concept has been used in this study. The child dependency ratio is defined as the population aged 0-14 divided by the population aged 15-64. The old age dependency ratio is defined as the number of those 65 and older divided by the population aged 15-64. The total dependency ratio takes the sum of the population under 15 and over 64 and divides it by the population in the intermediate range of 15-64 [Lee (2003) ].
Perspectives on the relevant age range for the term 'youth' varies across disciplines. Since this study is primary concerned with labour market outcomes, it has used the 15-24 age range for 'youth'. However, the focus of the study is on the 20-24 age range, when a person is likely to have left the educational institutions. The study uses the terms 'youth' and 'young people' interchangeably.
Some important issues related to employment has not been covered in this study. For example, the skill levels of the labour force, which are crucial for seeking employment, have not been included in the analyses. Some young people begin working at very young ages e.g. one-tenth of the Pakistani labour force consists of 10-14 years old; they are active in the labour market too early, but the issue of child labour has not been discussed. Rather, this group, following the FBS definition, has been treated as part of the adult population. Many young people may be combining two activities, education and work; it has not been separated in this study.
DEMOGRAPHIC TRANSITION AND CHANGES IN
AGE STRUCTURE OF POPULATION Demographic transition starts with a decline in mortality, particularly among infants and young children [Lee (2003) ; Lam (2007) ]. In many low-income countries, the decline in mortality began in the early 20th century and then accelerated dramatically 5 The use of this new definition influenced both the unemployment rates and activity rates particularly of females. The unemployment increased by 3 percentage points, from 3.6 percent in 1987-88 to 6.3 percent in 1990-91. 6 However, under the improved methodology as introduced in 1990-91 LFS, housewives are identified as employed if they have spent time on specified agricultural and non-agricultural activities. This improved methodology has identified the economic contribution of the females usually counted under the category of 'housekeeping'.
after World War II. The decline in fertility in most developing countries began after World War II and accelerated in the mid-1960s or even later. Regional patterns indicate that East Asia has witnessed an early and rapid demographic transition, while South Asia and Latin America have been much slower [Jones (1990); Casterline (2001); McNicoll (2006) ].
As in other parts of the world, Pakistan's demographic transition started with a decline in mortality; the 1931 census witnessed the initiation of decline in crude death rate (CDR), from 49 per 1000 persons for the 1911-21 period to 36 per 1000 persons for the 1921-31 period [Mahmood (2003) ]. The CDR declined gradually to 11 per 1000 persons by the end of 1970s. The PDS-based estimates indicate that these declining trends continued and in 2003 the CDR was approximately 7 per 1000 persons ( Figure  1a ). The concentration of initial decline in mortality was among infants and young children; resulting a gradual decline in infant mortality rate (IMR) from more than 200 per 1000 live births in early 20th century to 125 per 1000 live births in the late 1970s. The PDS-based estimates show a further decline in IMR to 76 per 1000 live births in 2003 ( Figure 1b) ; though this level of IMR still remains high by all standards compared with an average of both South Asian and low-income countries. 1984 1986 1988 1990 1992 1994 1996 1999 2003 1 9 8 4 1 9 8 6 1 9 8 8 1 9 9 0 1 9 9 3 1 9 9 5 1 9 9 7 2 0 0 0 2 0 0 3 1 9 8 4 1 9 8 6 1 9 8 8 1 9 9 0 1 9 9 2 1 9 9 5 1 9 9 7 1 9 9 9 2 0 0 4 Fertility decline in Pakistan began in the late 1980s and proceeded rapidly during the last one and half decade [Sathar and Casterline (1998); Feeney and Alam (2003) ]. The PDS shows the average level of TFR as 6.9 children per women for the 1984-87 period [Feeney and Alam (2003) ]. The PDS estimates for 1988-2000 indicate a decline of nearly 2 children per woman. In 2003, TFR is estimated as 3.91 children per women, according to the 2003 PDS, and the government of Pakistan has set the target of reducing fertility to the replacement level by 2020. 7 The implication of the recent rapid decline in fertility for population growth is clear; 8 it has fallen from more than 3 percent per annum in 1980 to 1.9 percent in 2004 ( Figure 1d ). It is projected to around 1 percent in the next ten years.
During the successive phases of demographic transition, the age structure is progressively from the traditional shape of triangle (high mortality, high fertility) to the profile of a rectangle (very low level fertility up to advanced ages and replacement-level 7 Malaysia provides a cautionary warning; fertility declined rapidly for 15 years, as it has in Pakistan, only to level off for 10 years and resume decline at a much slower rate. It is possible that the same could happen in Pakistan. 8 For the causes of this unprecedented decline in fertility, see Sathar and Casterline (1998). fertility) [Chesnais (1990) ]. The recent rapid decline in fertility in Pakistan has an impact on the age structure of its population; it has moved out of the phase of rising child dependency and entered the bonus phase. According to the census data, the child dependency increased between 1961 and 1981, the period when mortality declined sharply but fertility remained high. The 1998 census observed a decline in child dependency between the 1981 and 1998 period. The PDS has not only substantiated the census data but also shows that the decline in child dependency has been observed since the mid-1990s (Table 2 ). This decline has been more rapid in urban areas (15 percentage points) as compared to rural areas (9 percentage points). While the old-age dependency remains almost unchanged in the 1990s, around 6, the total age-dependency has declined overall as well as in rural and urban areas of the country. The child dependency ratio is projected to decline steadily for the next 20 years (Figure 2) , with an increase in the proportion of working-age population, which is projected to increase from 58 percent in 2003 to 68 percent in 2028 [Hakim (2002) ; Hashmi (2003) ]. Because of the decline in the proportion of child population (0-9 years old) in the total population, the youth (15-24) share rose from 18.4 to 20.9 percent between 1995 and 2003 (Table 3 ). Pakistan's peak youth share is projected for around 2010 (Figure 3 ). This share is likely to be around 21 percent [Xenos (2005) ]. Its peak youth population size is projected by 2015, when Pakistan will witness declining youth numbers.
9 By the time it has peaked, the youth population will have increased by 2.3 times over the course of youth transition. Pakistan with rising youth cohorts as well as labour force will face increasing challenges in absorbing youth in jobs [Bauer (1990) ; Lam (2007) ]. It appears from all these statistics that the baby boom of the eighties is now adding to the working-age population of Pakistan, particularly to youth [Hashmi (2003) ]. The bonus phase of declining child dependency and rising youth share in the total population, which started around the mid-1990s, is likely to continue for the next two to three decades. The rising relative share of youth cohorts could well aggravate difficult employment conditions for young people. Thus, as noted earlier, the benefits of this bonus phase depend on many policies and conditions that determine Pakistan economy's capacity to equip its people with human and physical capital and to absorb them into productive employment.
EDUCATIONAL TRANSITION
Has Pakistan made a real progress in improving the human capital of its people, particularly since the onset of fertility decline? This progress is assessed by two indicators; literacy and educational attainment since the early 1990s. The term illiteracy has been used in the analysis; it refers to the percentage of adult population (10 years and above) who were illiterate at the time of survey. For the educational attainment the focus is on the proportion of adult population that has completed matriculation or higher level of education. By using the labour force surveys micro-data (1990-91 to 2003-04) , gender and regional (rural-urban) dimensions of these two indicators have been analysed. According to the 1998 census, about one-third of the total population live in urban areas and more than half of the urban population lives in the 10 largest cities. It therefore makes sense to classify the urban sample into two broad categories; 10 largest cities or 'major urban' areas and medium-and small towns or 'other urban' areas.
10
Data presented in Table 4 shows that the proportion of adult illiterate population has declined overall by 12 percentage points, from 60.2 percent in 1990-91 to 48.4 percent in 2003-04, and it declined further to 47.5 percent according to the threequarterly year data of the 2005-06 LFS. In urban areas, less than a third of the adult population was illiterate in 2003-04, with no real difference between 'major urban' and 'other urban' areas. In rural areas, the proportion of illiterate adult population has also declined; but the decline was slow and the gap between urban and rural areas could not be narrowed over time. It is worth noting that the overall adult literacy will not change rapidly even if very good progress is being made in educating the youth population because literacy reflects the situation many years-indeed, decades-before. Thus the slow decline in overall adult illiteracy remarked above is not surprising. It can be lowered quickly with mounting massive adult literacy campaign. Pakistan has only recently launched some literacy programmes at large scale.
It is encouraging to see that in urban areas approximately one-third of the total adult population has completed matriculation or higher level of education in 2003-04. Again there is no difference between the two broad categories of urban areas; rather the medium and small cities appear to be slightly ahead of the major cities. This pattern has been observed throughout the 1990s. The proportion of rural adult population with matriculation or higher level of education has also increased from 5.5 percent in 1990-91 to about 10 percent in 2003-04. However, the gap between rural and urban areas has widened over time. For example, in 1990-91, the proportion of adult population with matriculation or higher level of education in 'other urban' areas was higher than rural areas by 15 percentage points, and it increased to 22 percentage points in 2003-04. The same is the case when rural areas are compared with 'major urban' centres. The 2005-06 threequarters data has not shown any considerable change in these patterns of educational attainment (Table 4 last column). The other major development is the increasing share of the degree-holders (BA or higher level of education). This share almost doubled in urban areas between 1990-91 and 2003-04. It shows an increasing tendency in urban Pakistan to complete 14 or more years of education. A rapid increase in female education in urban areas has sharply decreased the gender gap. In both 'major urban' and 'other urban' areas, illiteracy among female in 1990-91 was higher by more than 20 percentage points as compared to illiteracy among males. This gap has reduced considerably; in 2003-04 as compared to one-quarter of urban male, slightly more than one-third of urban female were illiterate (Appendix Table 1 ).
Another positive development is the narrowing of gender gap in the level of educational attainment. In 'major urban' areas, for example, 23 percent of male had in 1990-91 matriculation or higher level of education whereas the corresponding percentage was only 11 for female, a gap of around 12 percentage points. Female has made a remarkable progress; in 2003-04 approximately 28 percent of female had matriculation or higher level of education in the 'major urban' areas as compared to 34 percent for male, thus narrowing the gap to only 6 percentage points. The situation in 'other urban' areas is largely the same. However, in rural areas, the situation is discouraging; still three-quarters of the adult female population is illiterate and only 5 percent of them had matriculation or higher level of education in 2003-04. Rural females are far behind in terms of literacy and educational attainment from both their urban counterparts and rural males (Appendix Table  1 ). Indeed serious efforts are needed to make rural female population literate.
The more interesting case is the proportion of youth population that has completed matriculation or higher level of education. In large cities, approximately half of them (49 percent) have completed this level of education in 2003-04, with an improvement of 15 percentage points between the 1990-91 and 2003-04 period. In medium and small cities a relatively higher proportion (51 percent) of the youth has completed matriculation or higher level of education. Data shows a growing convergence among urban youth across the provinces except Balochistan in terms of their levels of educational attainment (Figures 4a to 4d) . 11 On the other spectrum, the proportion of illiterate adult population has considerably lowered in urban Punjab and Sindh, particularly among female (Appendix Figure 1a and 1b) . It is also encouraging to observe that more than one-fifth of the youth population in rural areas across the four provinces has also completed matriculation or above level of education in 2003-04. Secondary and higher education, like in East Asia [McNicoll (2006) ], are increasingly seen in Pakistan necessary for modern sector employment.
In urban Punjab and Sindh, there is no gender gap among youth who have completed matriculation or higher level of education. In Punjab, in fact, after the mid1990s, the female curve has crossed the male curve, showing more female with matriculation or higher level of education than male in urban areas (Figure 4a ). Gender gap in the level of educational attainment has also narrowed in urban NWFP and urban Balochistan, but with relatively low pace. The decline in illiteracy is also slow in these two provinces (Appendix Figures 1c, 1d, 1g and 1h ). Rural Punjab has also shown an impressive improvement in female education and lowering illiteracy among the youth population (Figures 4a, 4e; Appendix Figures 1a and 1e ). This improvement in rural areas of other provinces is missing. Female education, like in other parts of the world [Hirshman and Guest (1990) ], would account for a major share of the fertility decline in Pakistan, particularly in urban areas. The overall progress in rural areas, where poverty is high and concentrated among landless households and small farmers [Malik (2005) ; Gazdar (2004) ], appears to be particularly slow. 
DEMOGRAPHIC TRANSITION AND PARTICIPATION IN LABOUR MARKET
Pakistan has continued experiencing rapid labour force growth, with increasingly large cohorts entering the labour markets. Although no major change has occurred overtime in the overall labour force participation rate, large cohorts of new entrants into the labour market has led to this rapid growth. This section, however, only underscores the changes in the labour force participation patterns of particularly youth population in the context of demographic transition occurring since the early 1990s.
Data presented in Table 5 do not show any major change in the overall labour force participation rate that increased only marginally from 43 percent in 1990-91 to 44 percent in 12 and this increase occurred largely in rural areas of the country. There is no major difference between 'major urban' and 'other urban' areas in terms of the economic activity rates of the adult population. Male participation in the labour market either remained constant during the 1990s or it declined marginally whereas female participation has shown a steady, though slow, increase during the same period. In 1990-91, for example, 13 percent of the adult females were economically active and their activity rate increased to 16 percent in 2003-04. However, the gender gap of more than 50 percentage points in labour force participation rate in Pakistan is much higher than the average gap of 35 percentage points in South Asia [ADB (2005)]. Table 5 Labour Participation Rates by Urban/Rural and Gender, 1990 -91 to 2003 -04 Region/Gender 1990 -91 1991 -92 1993 -94 1996 -97 1997 -98 1999 Age-gender-specific data show that the activity rate of male aged 10-14 declined slightly between the 1990-91 and 2003-04 period in urban as well as rural areas, as rising enrolment rates in this age group probably keep them out of the labour force (Appendix Table 2 ). However, between the 2001-02 and 2003-04 period, an increase has been witnessed in the participation of this young group, primarily in rural areas. There is an increase in the labour force participation rate of male aged 15-19 in both rural and urban areas, probably at the cost of more schooling. Participation of male aged 20-59 in the labour market is universal and remained constant in the 1990s.
Trends and levels in participation of female in labour force are rather diverse. In urban areas, for example, participation of female teenagers and youth in the labour market has remained low and almost constant over time, reflecting the rise in their school enrolment. However, the participation of 25-44 years old urban female in labour market has increased e.g. in the case of 25-34 age cohort it has increased from 10 percent in 1990-91 to 13 percent in 2003-04, and this increase is even higher for the next age cohort, 35-44 years (Figure 5a) . In rural areas, during the same period, the overall participation of adult female in labour market has increased by 5 percentage points; and more importantly, this increase has been observed in all age groups except the teenagers. Among 20-34 years old rural female, one in five is economically active, and among the 35-59 years old, one in four is active in the labour market (Figure 5b ). The participation of rural older women (60 years and above) has almost doubled, from 9 percent in 1990-91 to 16 percent in 2003-04. The increased participation of rural female in labour market has widened rural-urban differentials; rural females are now more economically active than their urban counterparts. Labour force participation rates by the level of educational attainment are presented in Table 6 separately for male and female covering both the rural and urban areas. In addition to overall education specific labour force participation rates, data for two age cohorts, 20-24 and 25-34, have also been reported. For all age groups, there is a U shape relationship between the levels of educational attainment and labour force participation for both male and female. However, for male youth (20-24), the activity rates decline with the rise in the level of educational attainment, suggesting their relatively longer stay in the educational institutions. This longer stay indicates social transformation of youth in the context of on-going demographic transition [Xenos (2005) ]. For the 25-34 male cohorts, there is no real difference in participation rates across the levels of educational attainment; it is rather universal. The pattern of rural male participation in labour market across the educational categories is similar to their urban counterparts. The case of female is different. First, in both rural and urban areas, education has a positive relationship with labour force participation; higher the level of education the more likely the women to be economically active. In urban areas, for example, compared to 10 percent participation rate for illiterate female aged 25-34, 31 percent of degree-holder females were active in 2003-04. Second, the participation of female degree-holders in the labour market is much higher than their counterparts either with matriculation or with intermediate levels of education. Third, after controlling for age, rural female are more active in all categories of education than their urban counterparts. In 2003-04, 46 percent of female aged 25-34 years having BA or higher level of education were economically active in rural areas while the corresponding percentage was 31 in urban areas. In the case of matriculation, rural female were 2.5 time more active than urban females. This difference is also considerable in the case of 12 years of education (intermediate). Fourth and more importantly, in both rural and urban areas, the participation of female with matriculation or higher level of education in labour market has declined over time. This decline is substantial among female degree-holders in urban areas and rural female with matriculation and intermediate levels of education. In other words, the increase in female participation in labour market was observed primarily among the illiterates.
It appears from the forgoing analysis that both the demographic changes and improvements in the level of educational attainment since the 1990s have a positive impact on the participation of adult population in the labour market, but not as expected, particularly in the case of female. The increase in female education particularly in urban areas has not yet shown strong linkages with their economic activity rates, rather a decline has been observed. It is also worth noting that overall participation of female in the labour market in Pakistan is considerably lower as compared to the participation in other countries of the South Asian region e.g. two-thirds of Bangladesh women are economically active (Table 7 ). The female economic activity rate is well above 75 percent in many countries in East and Southeast Asia. The gender gap in labour force participation is highest in Pakistan (Table 7) . Low female economic activity rates indicate the loss in potential productivity in the economy. One reason for the low labour force participation rate of women in Pakistan could be cultural-inhabiting employment of young women. However, it seems to be more a case of lack of appropriate opportunities as women do want to work given the right conditions. Bangladesh is a good example, where job opportunities have even led to some independent movements of women to cities. The change in age structure of the population and improvement in education, as discussed earlier, have considerably affected the composition of labour force. The overall increase in female economic activity rate (from 13 percent in 1990-91 to 16 percent in 2003-04) has resulted in increasing their share in the total labour force; as compared to 14 percent in 1990-91, 18 percent of the total labour force in 2003-04 consisted of female (Figure 6a) . Similarly, the overall share of young population (15-24 years) in the total labour force has also increased considerably (Figure 6b ). This increase has been observed in urban as well rural areas. In 2003-04, about 15 percent of the labour force consists of youth (20-24 years) while the corresponding share in 1992-93 was 12 percent. Table 3 ). In terms of education, the overall progress of urban male labour force was less impressive in the 1990s than female labour force, resulting in a substantial reduction in gender gap in educational composition of the labour force. It is the result of both spread of female education in urban areas, as discussed earlier, and a positive association between the levels of educational attainment and female participation in the labour market. However, had the participation of female with matriculation and higher level of education in the labour market not declined over time, female labour force would have been more educated.
In view of the larger size of the rural labour force (31 million in 2003-04), in absolute terms, rural labour force has a growing number of educated persons. For example, 4.9 million of urban labour force has completed matriculation and higher level of education; the corresponding figure in rural areas is 3.9 million. Similarly compared to 1.6 million labour force with BA or higher level in urban areas, 0.9 million are graduates in the rural labour force. Interestingly, there is more matriculate labour force in rural areas (2.6 million) than in urban areas (2.4 million). A very clear message from these statistics is that provision of decent work to educated labour force is not only the issue in urban areas; it is a serious problem in rural areas as well. In also indicates that a simultaneous movement of youth toward urban areas and especially to the large cities during the course of demographic transition, which occurred in East Asia [Xenos (2005) 
Limitation of Unemployment Rate as the Labour Market Outcome Indicator
This study has used the unemployment rate as the labour market outcome indicator in the context of on-going demographic transition in Pakistan. It is analysed in three ways. First, to differentiate regional variations (rural/urban), changes in unemployment levels (or rates) over the 1990-06 periods have been examined. Second, an analysis of the trends in age, gender and education specific unemployment rates has been carried out to see the effects of both demographic and education transitions on the level of unemployment. Third, in the next section, multivariate techniques have been used to determine the independent effect of individual, household and geographical factors on the probability of being unemployed. However, open unemployment rate, as has been used in this study, is not complete or perfect indicator of labour market outcomes. Ideally it may be combined with other indicators such as underemployment and productivity of employment. Low to modest unemployment in most developing countries including Pakistan reflects the fact that a high proportion of labour force is poor. The poor cannot afford not to be engaged in economic activities. Open unemployment is in a sense the luxury of those from better off families, who can afford to wait for better opportunities. However, despite these limitations, unemployment rates are among the most frequently cited indicators of the difficulty the young face in making a transition from schooling to employment [Adams (2007) ].
Changes in Unemployment Levels: A Regional Perspective
Unemployment trends by region (rural/urban) covering the 1990-2004 period are presented in Table 8 was observed in large cities and rural areas while in small-medium cities it remained almost unchanged. Historically, the unemployment levels have been higher in large cities than either in small-medium cities or in rural areas. With a steady increase in unemployment in the latter since 1996-97, the difference between large and small-medium cities in unemployment rate has gradually disappeared (column 5 of Table 8 ). The gap between large cities and rural areas in the level of unemployment has also narrowed down because of a rise in rural unemployment after 1997-98. It shows limited additional job opportunities in small-medium towns and rural areas to match the demographic and educational changes occurred during the last one and half decade. However, the decline in female unemployment must be seen in the context of overall low female participation in the labour market, as discussed in the previous section. Unemployment can only be measured for those who declare themselves to be in the labour force. Therefore rises or falls in unemployment may be affected by any changes in the propensity for women to report themselves to be in the labour force. 
Exploring Age and Gender Dimensions of Unemployment
It has been shown in Sections 3 and 4 that because of the changes in fertility since the late 1980s, the share of youth in the total labour force has increased over time and they are more educated than older cohorts. Youth unemployment rates are generally much higher than overall unemployment rate in all regions of the world [ILO (2005)]. A similar situation is found in Pakistan throughout the 1990s as well as during the more recent periods (Table 9 ). However, youth unemployment in Pakistan is below the global average.
14 In 1990-91, 11.6 percent of the labour force aged 15-19 was unemployed and it increased gradually to 16.2 percent in 2001-02, after which declining trends have been witnessed. The level of unemployment among 15-19 years old was almost double of the overall unemployment rate during the 1990s. For age group 20-24, unemployment rate increased from 9 percent in 1990-91 to 11.6 percent in 1999-00, while steady declining trends have been observed in 2001-02, 2003-04 and 2005-06 . Although the unemployment level among 25-34 year old (5.94) was lower than the overall unemployment level in 2003-04 it has jumped by more than one and half time between 1990-91 and 2003-04 period (Table 10 ). The levels of unemployment among aged people, 60 years and above, are very high. Both poverty and high dependency burden on working age population have probably compelled the elderly population to remain active in the labour market. However, it could also be a statistical artifact. In the labour force surveys, male enumerators collect information from an adult male about the economic activity of each household member. Availability of the elderly female population for work could be a reporting problem.
Table 10
Overall Unemployment Rates (%) by Age (Years) Age Groups 1990 -91 1991 -92 1993 -94 1996 -97 1997 -98 1999 Trends in age-specific unemployment rates differ considerably for male and female labour force. Male unemployment increased considerably during the 1990-04 period for 10-14, 15-19, 20-24 and 25-34 age groups whereas female unemployment declined for all age groups during the same period. Although unemployment among female has historically been higher than male, gender gap has considerably narrowed over time. There is also a clear indication of the worsening of labour market conditions for 25-34 year old labour force, which usually have more economic obligations compared to the youth. According to the 2003-04 Labour Force Survey, in urban Pakistan, approximately one-third of 25-34 year unemployed labour force was previously employed for some time, mostly in manufacturing, construction and trade sectors. Many of them may have lost their jobs by closure of sick units, privatisation and redundancies declared by national commercial banks and public corporation. Probably permanent employment is being more and more substituted by temporary/contract jobs in Pakistan. In rural areas these could be the seasonal agriculture workers. Work experience is perceived as an important way into employment by both employers and young people. However, the data show that many unemployed with some work experience could not make transition from such work to permanent employment. Experience in the less secure segments of the labour market did not translate very easily into more secure employment.
Education, Youth and Unemployment
Overall, the highest unemployment rates were found among those who had matriculation or intermediate level of education (Table 11 ). This phenomenon persisted for all years when the labour force survey was carried out between 1990-91 and 2003-04. Levels of unemployment among the degree-holders (BA and more) were also high. However, relatively lower levels of unemployment among degree holders compared to those who had either matriculation or intermediate level of education throughout the 1990-04 period indicate relatively better employment opportunities for more qualified labour force. Tends in education-gender specific rates for youth, 20-24, are presented in Figures 7a-f by gender and regions while the corresponding data for other two age groups, 15-19 and 25-34 is not shown here. In large cities, a rise in the unemployment levels has been observed for youth female with intermediate or higher levels of education (Figures 7a and 7b) . Among the 25-34 years old male labour force, unemployment level declined for degree holders while it increased for those with matriculation or intermediate levels of education. However, both illiterates and matriculate females aged 15-24 experienced a rapid decline in their level of unemployment between 2001-02 and 2003-04 period (Figures 7b and A3 ). In short, in large cities, male labour force aged 20-34 with matriculation or intermediate level of education may be targeted for special assistance to integrate them into the domestic labour markets. Female aged 20-34 with intermediate or higher level of education also need assistance for their economic adjustment. In small-medium cities, employment situation for youth male (20-24) has deteriorated or remained stagnant for those who had 10 to 12 years of education (matriculation and intermediate) while this deterioration, in the case of female youth, is witnessed for graduates (Figures 7c and 7d) . Employment situation for educated female with matriculates or intermediate level of education in small-medium cities has improved between the 2001-02 and 2003-04 period. Since employment opportunities in small and medium cities are relatively small, this improvement could be partially due to withdrawal of female from the labour market as discussed in the previous section.
In rural areas youth male labour force (20-24) with matriculation level of education experienced a rise in unemployment between the 2001-02 and 2003-04 period while those with intermediate-or degree-level of education were relatively more able to adjust themselves in the labour market. The possibility that the latter have replaced the former in labour market cannot be ruled out. It suggests on the one hand to make the secondary education (9-10 years schooling) more relevant to job market. On the other hand it points toward creation of more employment opportunities for the youth unemployed stock of matriculates in both rural and urban areas. Overall, it appears from the above analysis that expansion in education since the 1990s could not be matched with an increase in employment opportunities, particularly for youth to reap the benefits of demographic transition. 
CORRELATES OF UNEMPLOYMENT:
MULTIVARIATE ANALYSES The bivariate analyses presented in the previous section have clearly demonstrated the age-specific dimension of the unemployment in Pakistan. Age has therefore been the main focus in the multivariate analyses. Two age-specific sets of equations have been estimated. The first set includes the total labour force aged 10 years and more while the focus of second set is on the youth labour force aged 15-24 years. To see changes, if any, in the correlates of unemployment, the analyses presented in this section are based on micro-data of four labour force surveys: 1990-91, 1996-97, 1999-00 and 2003-04. In all models, the dependent variable, employment outcome, takes the value one if the respondent was unemployed at the time of survey and zero if employed. Four sets of explanatory variables have been used in each model. The first set consists of individual characteristics of potential workers including age, education, marital status, and their relationship to the head of household. Characteristics of the head of household including sex, education, and their occupational and migration status are in the second set of variables. Two household-level factors, family size and number of earners, are included in the third set. To see the impact of geographical variations on employment outcome, two variables, place of residence or region (rural/urban) and provincial dummies-are included in the fourth set.
As the dependent variable is a binary variable, logistic regression was used. The results (odds ratios) and definition of variables are shown in Tables 12 and 13. A logit estimate was considered to be significant if it was at least double the associated standard error value. At the bottom of each column of all these tables are the relevant number of cases and Likelihood Ratio of Chi-squares (LRX 2 ) values. Results are discussed below by age-specific models.
Total Labour Force-10 Years and More
Results of the four models based on the total sample (all labour force aged 10 years and above) are presented in Table 12 . Age of the respondent has been negatively related to the likelihood of being unemployed; as age increases the probability of being unemployed declines. However, the significance of the square term age 2 shows a curvilinear relationship between age and unemployment; labour force in older age groups is likely to face relatively more difficulties in finding employment. This age and employment relationship persisted for all years (models) included in Table 12 .
Males were less likely than females to be unemployed in all models; indicating relatively high levels of unemployment among the latter. However, the decline in odds ratios over time shows an improvement in female employment e.g. female were 4.5 times more likely than males to be unemployed in 1990-91 and this likelihood reduced to 2.5 times in 2003-04. Marital status is negatively associated with unemployment; in other words, married labour force is relatively more likely to be employed. Unmarried can probably afford to wait for better employment opportunities. Education of the respondents, as expected, has shown a positive relationship with the probability of being unemployed. The adult labour force with matriculation or intermediate level of education is more likely to be unemployed than either those who are less educated or those who are more educated e.g. degree-holders. The head of households are less likely to be unemployed compared to other household members, particularly their sons/daughters. Parental factors have in general an influence on the labour market outcome of their children. In the absence of such data, characteristics of the head of households have been included in the analyses. Table 11 shows that gender of the head of household is not significantly related with the probability of being unemployed. Education of the head of household has no positive impact on the adjustment of family members into the domestic labour market. Rather its impact is significantly negative on finding employment.
However, the occupational status of the head of household has a strong impact on the adjustment of family members in the market. As expected, the probability of being unemployed was relatively lower for members of those households where heads are engaged in the agriculture activities. The same is the case for professional and service workers. It is likely that the head of households working in these sectors develop good links at their work place to get placement of other family member. Regarding the household characteristics, family size has significant and positive impact on the probability of being unemployed while the number of earners has the opposite impact. Fertility transition can lead to improvement in household-level indicators related to labour market. It also reinforces the importance of an employed person in a household for the adjustment of other family members in the labour market.
In the analyses, Punjab has been dealt with as the reference category. Employment opportunities in Sindh have in general been higher than in Punjab or in other two provinces-NWFP and Balochistan. The probability of being unemployed in all models have been higher in NWFP than in other provinces. Employment situation in Balochistan has worsened over time e.g. in 1990-91 the probability of being unemployed was significantly lower in Balochistan than in Punjab, but in 2003-04 the situation reversed; the labour force in Balochistan was 1.6 times more likely to be unemployed than the Punjab labour force. Labour force in both large and small-medium cities is more likely to be unemployed than their rural counterparts. It appears that an interplay of demographic and socio-economic influence the labour market outcomes of the adult labour force. The positive association between unemployment and level of educational attainment, deterioration of employment situation over time in Balochistan and persistence of highlevels of unemployment in NWFP seem to be the major policy concerns. How all these factors behave when the sample (total labour force) is limited to youth? Table 13 presents the odds ratios for the youth (15-24) sub-sample. Most of the variables which were significant in the total labour force models have also been significant in youth models. Some differences are noteworthy, however. Although the youth male, as in the total labour force sample, are less likely to be unemployed than female, gender differences among youth in finding employment have narrowed over time. It reflects the persistent decline in female unemployment, as observed in the previous section. Similarly, the odds ratios for the sub-sample of youth are higher for each category of education compared to the ratios for the total labour force sample, showing that educated youth face relatively more problems in their adjustment in the labour market. For example, the degree-holder youth labour force was 3.3 times more likely to be unemployed than the illiterate youth labour force. It is worth repeating that in the total labour force model the category of degree-holders was significant at 10 percent level only, and persons with matriculation or intermediate level of education were more likely to be unemployed than others. Youth in Sindh is less likely to be unemployed than youth of other provinces. The case of Balochistan is very interesting. Between the 1990-91 and 1999-00 period, youth labour force of this province was less likely than Punjab and NWFP to be unemployed. However, 2003-04 witnessed the highest odds ratios for youth unemployment in Balochistan; they were more than 2 times likely to be unemployed than their counterparts in Punjab. Employment situation in Balochistan has particularly deteriorated for youth after 1999-00. Youth employment situation in NWFP is not good either. These two small provinces of the country deserve some serious policy interventions to reduce their relative disadvantages in providing employment to the youth population. There is no significant difference between rural and urban areas (large and other cities alike) in the probability of youth unemployment for the 2003-04 period while for the total labour force sample this difference was statistically significant. It suggests limited employment opportunities for youth in rural as well as urban areas of the country. Agriculture sector has not the capacity to absorb particularly the educated youth. The findings of the models for the 25-34 year sub-sample are similar to those discussed for the youth (15-24) labour fore [for detail see, Arif (2007) ]. However, the results of models for older labour force, aged 35 and above, are different from either the youth sub-sample or the total labour force sample. In previous models education had a positive relationship with unemployment. For the older sample this relationship turned out to be negative and statistically significant: higher the level of education less is the probability of being unemployed (Appendix Table 4 ). Degree-holders aged 35 and more years were 3.3 times less likely to be unemployed than the illiterate sample in this age group. On the one hand, it shows the concentration of illiterates in the older unemployed sample. On the other hand, it indicates the ultimate absorption of educated labour force in the labour market compared to illiterate as well as less educated labour force. Despite wide-spread dissatisfaction about the education standard, irrelevance of curriculum with labour market requirements, and high-levels of unemployment among the educated youth, education seems to be an effective tool for permanent adjustment in the labour market. However, to reap the benefits of demographic transition, educated youth must not wait long for their adjustment in the labour market.
Youth (15-24) Unemployment

CONCLUSIONS
There is convincing evidence that because of demographic change primarily in terms of rapid decline in fertility since the early 1990s, the share of the working-age population, particularly the youth is rising and child dependency is on a decline as well. This bonus phase is likely to continue for the next two to three decades when old age dependency will start rising. However, because of delay in fertility transition compared with many Asian countries, Pakistan is entering the bonus phase with a considerable demographic stress, in terms of larger overall population as well as youth population.
The benefits of the demographic bonus phase for a country are associated with the development of human capital and placement of youth in productive employment. In these two measures, Pakistan's experience during the last one and half decade is mix and differs considerably in urban and rural areas across the four provinces and by gender. For example, the adult population of urban areas has been able to reduce illiteracy and increase their levels of educational attainment by staying at school for longer period. There is a need to have massive adult literacy campaigns particularly for rural areas. Already launched programmes by the National Commission for Human Development and provincial literacy departments may be made more effective in terms of their coverage, and course contents.
There is no real difference between the populations of 10 largest cities and medium and small cities in terms of both literacy and educational attainment. The youth population of urban Pakistan is by and large literate, more educated than older cohorts and more balanced in gender dimension. Unfortunately, this commendable progress in urban Pakistan has widened the rural-urban gap in literacy and educational attainment. Although rural youth population is better in literacy indicators than older cohorts, rural populations are still largely illiterate in Pakistan. Rural population in fact has left behind in improving human capital.
Labour market implications for changes in both age structure of the population and levels of educational attainment were examined in the forgoing analysis by two outcomes: labour force participation and unemployment. The overall increase in female labour force participation rate by three percentage points between 1990-91 and 2003-04 period has resulted in increasing their share in the total labour force. Fertility decline has probably started contributing in female labour supply. Male participation in the labour market remained constant. Because of both changes in the age structure linked with recent demographic transition and labour force participation patterns, the share of youth (15-24 years) in the total labour force has increased considerably. This increase has been observed in urban as well rural areas. In rural areas female participation increased for all age groups while in urban areas this increase was largely in 25-44 age groups. However, the increase in female participation in the labour market was almost entirely among the illiterates. Education-specific rates for female in fact have declined overall as well as for the youth indicating that attitudinal change towards female education as witnessed in urban areas during the last one and half decade has not led necessarily to a change towards enhanced female participation in the economic activities. Social norms, lack of employment opportunities and familial responsibilities associated with marriages could be the major explanatory factors for the decline in labour market participation of educated female over time.
Lack of employment opportunities are evident from the higher levels of unemployment among female compared to male throughout the 1990s as well as for more recent periods; though the gender gap has considerably narrowed because of rapid recent decline in female unemployment, which could, at least partially, be attributed to the withdrawal of educated female from the labour market. One common concern is about the quality of female employment. In urban areas, about two-thirds of the employed females are 'employees' whereas in rural areas only one-quarter or less are in this category being the majority, two-third, in the 'unpaid family helper' category. Percentage of female reported in these categories fluctuated during the last one and half decade but without any major shift. However, female education appears to have contributed in improving the occupational composition of urban female work force. In 1990-91 about one-quarter of them was professional workers; the ratio has increased to 37 percent in 2003-04. Education and health seem to be the main sectors for providing employment opportunities to female.
Integration of unemployed male youth (15-24), which constitutes one-third of the total 3.5 million unemployed stock in 2003-04, into the domestic labour market is a serious concern. Majority of them had matriculation or higher level of education and many of them have been unemployed for a long period. The seriousness of their employment prevails in all regions: large cities, small/medium towns and rural areas. While the youth employment situation in Sindh and, to some extent, Punjab has not deteriorated, it has worsened over time in the two other small provinces, NWFP and Balochistan. In addition to providing employment opportunities to youth as well as older unemployed stock in rural and urban areas particularly in two small provinces, ruralurban movement of labour, inter-province migration, movements between large, medium and small cities and overseas migration may be used as policy instruments to correct regional imbalances in unemployment.
It can be concluded that the benefits of demographic transition in terms of rising shares of youth in the total population has been partially translated to the development of their human capital and productive absorption in the local labour market. While the pace of human capital formation seems to be satisfactory in urban Pakistan, it is dismal in rural areas, particularly for female. High-levels of both female inactivity across the education categories and unemployment for male as well as female suggest for a strong youth employment policy in Pakistan to reap the benefits of ongoing demographic transition. Youth are sources of development [Mcdowell (2007) ]; and a high priority may be placed on preparing them with the skills needed for their adjustment in the labour market.
Appendix Table 1 Trends in Educational Attainment of Adult Population (10 Years and Above) by Region, 1990 -91 to 2003 -04 Region/Gender Education 1990 -91 1991 -92 1993 -94 1996 -97 1997 -98 1999 Attainment, 1990-91 and 2003-04 Appendix Table 3 Source: Computed from the Laboour Force Surveys.
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